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Military Retirement: Background and Recent Developments
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7KH PLOLWDU\ UHWLUHPHQWQWGWM®HORYFRQWYHBERWRQW GHILQHG
WKDW KDV KLVWRULFDOO\ EHHQ YLHZHG DV D VLJQLILFDQW LQFF
VIVWHP FXUUHQWO\ LQFOXGHV PRQVDK®ALFRPBE G VUIHW HRIQ H RWH T
GLVDELOLW\ EHQHILWV IRU WKRVH GHHPHG PHGLFDOO\ XQILW W
WKH HOLJLEOH VXUYLYRUV Rl GHFHDVHG UHWLUHHV 7KH DPRXQ
VHUYHG EDVLF SD QDB &R AW IUHFRSOW VWE /@MW 0LOLWD U\
UHWLUHHY DUH DOVR HQWLWOHG WR QRQPRQHWDU\ EHQHILWV L
KHDPODMUMH EHROGLWNFHVYV WR ORUDOH :HOIDUH DQG 5HFUHDWLRQ
SURJUDPV

&XUUMBKHUH DUH WKUHH JHQHUD QDFFDWL N HRUR P&/ RRYIHRLVO L WHD\UN UYH
FRPSR @EGWG L VD E LEFIMWALY U HVRIPSHR) HQW SHUVRQQHOHDUH HOLJLE
YHVWHEHU FRPSOHWLQJ \HTHUAHRBY N FHUNIMRIQREFE@® B W IWHU  \HE
RI FUHGLWDEOH VHUYLFH EDVHG RQ D SRLQWV V\VWHP EXW GR
XQWLO RDDOO\ WKRVH ZLWK D GLVDELOLW\ UHWLUHPHQW GR QI
HOLJLEOH IRU UHWANKMMO/ WDKDKRZEIHQ IRXQG XQTXDOLILHG IRU |
D SHUPDQHQW VWDEOH GLVDELOLW\

Q< DSSUR[LPDWHOOLRQ ZDV SDLG WR PLOOLRQ PLOLWDU\
*LYHQ WKH VL]H RRPMKKDYWRPLLORRMIBAL IDAWV/PE GWDFH ZKHUH VXEVW)
EXGJHWDU\ VDYLQJRWKRX®GKD M HSID&HK P& GLKDAMDWLRQV LQWHQGH
PRQH\ KDYH KDG D GHOHWHULRXV HIIHFWM & QWAL LWHDW L WHHHU X L V
IDPLOLHV DIY® WHREHDMQYDWLRQV FORVHO\ PRQLWRU SRWHQWLLE
VIVWHP :KHQ FRQVLGHULQJ DOWHUQDWDY¥HKWRRWRRWKHGHXW UHQW
WKH EDCRQBWKH EHQHPLWY VRD WIKHHWLUHPHQW V\VWHP DV D UHV
EXGJHW FRIDYGMWRHQ@MWHGY DQFRERYEMWXPD RV
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YZ>Y'Z
7KH PLOLWDU\ UHWLUHPHQWQWGM® HEM QW IDWRNMWEPHQKDW KDV E
KLVWRDUFD®OJQLILFDQW LQFHQWLYH LQ UHW DLQAGMGHWVDUHHU |
GHILEBMGH.I HBWH Q VHRE AR Q VD O O DWEBHVH.ILBRGW ULEXWLRQ HOHPHQW |
FHUWDLQ HO L7ZKH GHH IW 9 W EUEGHERERIDMDKIOQ XR W\TXDOLILHG DFWLYH D
UHVHUYHSDH® RXMHR I W KRHQ W LKBIGS FBHMRID W E HEXHNV LW Q
LQFOXGHV JRYWERDORMIOWR DQ LQGLYZEXDIQVUBDWLQHP QW Q 76
DFFRXIQWDPRXWXW BHW L UHPHHSMA® YQ RHWAHUYHG DQG EDVLF SD\ I
UHWLUMPHR®MXVWHG D Q@YX BBG\MXVIRRRYWIIROS SWRMW HFW
DQQXLW\ I[IURP WKH DGYHUVH FRQVHTXHQFHV RI LQIODWLRQ OLO
QRRQHWDU\ BHFHKILOFOXGH H[FKDQJH D Q<HBREEHQWDIUWBULYLO!
DQG DFFHVV WR ORGD®HFUHOWLRY IDFLOLWLHY DQG SURJUDPV

7KH @RDELOLW\ PLOLWDU\ UHWLUHPHQW V\VWHP KDV HYROYHG
JRDOV

X 7R NHHS WKH PLOLWDU\ IRUFHV RI WKH 8QLWHG 6WDWHV \R>
SURPRWLRQ RSSRUMX®@®HWEHVYVRU \RXQJ

X 7R HQDEOH WRKHBVYPHRE JHPDLQ FRP\SHHRMALRW. HHP FQ R\KH SV LY DW
DQG WKH IHGHUDO &LYLO 6HUYLFH

X 7R SURYLGH D UHVHUYH SRRO RI M[ISBIW LHI)F HEEG FDOIOMIBU\ PI
XSRQ LQ WLPH RI ZDU RU QDWDR@YDR®HHPRHUFRHW F\ WR DXJPHQ

X 7R SURYLGH HRR®RRARR® YRBRHU PHPERUPFPHRIGKHGUPHG )
WKHLU ROG DJH

$PRQJ DFWLYH G XN\ EEHRIVIRGQ W O $HQNERYED ROUYLFH
UHTXLUHPHQW\RD®W DOFWDLWW ) B/ HHYHRRY H FRP S RIDEAYW ISP UV R QQH
LV EDVIHG RRMWDWQBWHR HUYLVWY GR QRW JHQHUDOO\ EHJLQ WR
DJH RI %RWK WKH DFWLYH DQG UHWHHIWA FRABSRYHIW UHWLU}
TXDOLI\LQU+RHEHNWHEPMH PHEERWUH UHWLUHG ZLWRDOD SK\VLFDO GL
UHFHLYH ZLSMIQVHRQU \HDUWRENBUWLEHWLUHPHQW RIIHUV D FK
UHWL FIRPPISGIVY RBWLRQV RQH EDVHG RQ \HORWHRR @ BUKYH. FHH YGIR Q WA
RI WKH GLVDELOLW\

,Q< DQG HVWLPEMOHBLRQ ZDV SDLG WP OBBQRILEDWBO\N UHWLU
DQ DGGLWHR@DIL®R Q WRV SIVXWYLEFRWKRZOQBAHVKH QXPEHU RI
PLOLWDU\ UWAKH. B RN W RQ GVEKHHQ K | U Q/AKUTHHIEPNA KOGV FGYHHWD @VHKH SDV W

19HVWLQJ LQ WKH PLOLWDU\ UHWLUHPHQW V\VWHP L\VyERpPRIQe@RISUHIHUUHG WR
generally no vesting. At 20 years, the servicemember becomes fully vested. However, individuals can receive

retirement benefits with feer than 20 years of service under the disability retirement system and under Temporary

Early Retirement Authority (Section 4403.,L. 102484, October 23, 1992).

2 Departnent of DefenseStatistical Report on the Military Retirement SystEiacal Year Ended September 30, 2019,
Office of the ActuaryAugust 2020, p. 22.
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Table 1.DOD Retired Military Personnel, Survivors,

FY2007-FY2019

and Program Costs,

Regular Retirees

Recipients and from an Active Survivor
Fiscal Total Program Duty Military Disability Benefit
Year Cost Career Retirees Reserve Retirees Recipients
2,315,870 1,459,083 125,915 417,697 313,175
2019 $60.49 billion $47.77 billion $1.80 billion $6.96 billion 3.96 billion
2018 2,318,431 1,465692 123,251 412,400 317,088
$5869 billion $46.41 billion $1.68 billion $6.66 billion $3.94 billion
2017 2,315,806 1,469,751 118,029 408,595 319,431
$57.4 billion $45.51 billion $1.59billion $6.40 billion $3.95 billion
2016 2,312,880 1,472,140 116,141 401,580 323,019
$57.01 billion $45.2 billion $1.56 billion $6.23 billion $3.98 billion
2015 2,308,073 1,474,116 112,260 395,808 325,889
$5649 billion $44.93 billion $1.52 billion $6.08 billion $3.96 billion
2014 2,297,889 1,473,315/ 107,751 389,750 327,073
$55.13 billion $4392billion $1.46 billion $5.85 billion $3.91billion
2013 2,284233 1,470,803 103,560 383,490 326,780
$54.00 billion $4372billion $1.43 billion $5.62 billion $3.85 billion
2012 2,272,295 1,472,087 95,910 376,052 328,246
$52.61 billion $4205 billion $1.38 billion $5.36 billion $3.81 billion
2011 2,260,112 1,471,219 94,886 366,823 327,184
$50.65 billion $40.83 billion $1.36 billon $5.06billion $3.70 billion
2010 2,211,580 1,467,936 92,704 356,602 299,478
$50.12 billion $4019 billion $1.38 billion $4.89 billion $3.65 billion
2009 2196397 1,468,377 91,460 344,393 297,558
$49.36 billion $39.54 billion $1.38 billion $4.65 billion 3.60 billion
2008 2,170,83 1,466,76 85502 328,664 296,580
$45.66 billion $36.90 billion $1.29 billion $4 .20 billion $327 billion
2007 2,146961 1,461,724 85,306 312,647 293193
$43.57 billion $3551 billion $1.29 billion $3.86 hillion $2.92 billion

Sources Department of DefenseStatistical Report on the Military Retirement SyisteshYear Ended September
30,2019 Office of the ActuaryAugust 2020p,22. Statisticateports available by fiscal year for FY2e0820D
at http://actuary.defense.gov/

Note s: Total Program Cost is totaDOD obligationgfor that fiscal garin thenyear dollars Survivors include
the spouse, children, and others with insurable interests that areledtib survivor benefits from the DOD
Military Retirement FundDisability retirees includes permanently and temporarily disabled retirees.

&RQJUHVYV JUDSSOHV ZLWK FRQVWLWXHQW FRQFHUQV DV ZHOO L
PLOLWDU\ UHWWQ WRKHIQS\D ¥ WV XV RFPIHO K I/'DHJ \Y DM ¥BLE B B AR \VEK HUH
VXEVWDQWLDO VDY LBQUWXERX WX BEW RKGHPLOLWDU\ UHWLUHPHQW
JHQHURXV UHODWLYH WR SHQVL,RQB\DV RXIPIVUL Qi WHA\H QFRVGEGMAR D W
PLOLWDU\ SHUVRQQHO EHFRPH HOLJLEOH,QRU UHMALUHPHQW DW
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DYHUDJH DFWG Y WYDEN QO WROHEG W HWH® BDMA MDKLHY CRIBIGRD QG W K H
DYHUDJHURIMWLRHHG DW DJH

2WKHUV DWKXHPW®&DWDU\ UHWLUHPHQW VA\VWHP LV IDLU JLYHQ W
VHUYRQFBEGGLWLRQ VRPH KDYH DUJXHG WKDW SDVW PRGLILFDWL
PRQH\ KDYH KDG D GHOHWHULRXYV HIIHFW RQ PLO® WNLPBYVUHFUXLYV
VWURQJ HFRQRPLF SHUIRUPDQFH

‘KLOH FRQJUHVVLRQDOO\ PDQGDWHG FKDQJHV WR WKH PLOLWDU
DQ\ SRWHQWLDO FKDQJHBEA B KFORW AR HREAWRHHYQ G XUYLYRUV
WKH Y WHIURLEM QL]DWLRQV WKDW VXSSRUW WKHP

Ze'>7—7—e¢] LteZ "B 1S¢]1 SeE7eSe’'"—ce

7KHUH DUH FXUUHQWO\ WKUHH VHSDUDWH EXW UHODWHG UHWLL
GXW\ PHPEHUV RQH IRU UHVHUYLVWYV DQ¢REXHRDWKRVH ZKR
XQDEOH WR FRPBORWHLW DU\ FDUHHU GXH WR WKHLU GLVDELOLW
GLVWLQFW HOLJLELOLW\ UHTXLUHPHQWY DQG IRUPXODV IRU FDC

SHWLUHPHQW SD\ FDOFXODWLR @V HUWYH FEHDRHIRENR Q@ QUWKHHU G BWOH &K Iy
GXW\ DQSDWEKDWHWKH WLPH RHBHIWQHB PEHHQQWH | LIWFB/RYW ICRIGR1 WK
UHVHUYH FRPSRQHQW OKMMXDWW R H Q W\ ¥ D\UW KRPNAVCHQUVY L F H

VHUYLFHPHARRBRHQHD YHHWSKIH. KRB WR. FRPSOHWLQJ \HDUV RI HOLJL
ZLOO QRW QOHREH VYVHELO LW\ UHWKUWMPFR@QW BB QWM WLWBKEMMIGILELOL
PHPEHDKRUH YHVWIEG& VR(E WVOKL\UUHWLUHPHQW GDWKHUHJIJDUGOHYV'
DYHUDJH QXPEHU RI \HDUV RI VHUYLFH IRU D GLVDELOLW\ UHWLI

\HDUV IRU RIILFHUYV

Ee'VZ1 "™~ _7 18757 -7 —-

YRU DEFWLYH GXW\ PLOLWHRMHMKNRD @H 6 B WEKMBIBWEI R Q
ORQJHWLKW\ )LQDO % D \F+ [EJEDR Kol b & XIPQ G%\® KIBGME UHPHQW 6\VWHP
%56VHIDEOMRU D FRPSDULVRW R K @Q&HUE HDKK MS\SRRBDEOH
UHWLUHPHQW FDOFXODWLR QVIHW E DFHHREHUR/EVHWIKQHN G DW & HA FIW Q YW KG
SD\ EDWHWKH W L P H VRK HILHMA\HDHPHERM Y MAKYHER RIKKHN 5 H G X |

3 These figures are for all of DOD nalisability retirees, excluding reserve retirees.

4 Department of Bfense Statistical Report on the Military Retirement SystEiacal Year Ended September 30, 2019,
Office of the ActuaryAugust 2020p. 4Q

57KH 3SD\ EDVH” LV HLWKHU WKH DPRXQW RI EDVLF SD\ EHLQJ UHFHLYHG DW Wi
Pay System) or the average of the highest 36 months of basic pay received (for those in#h8ydigm). See 10

U.S.C. 881406 and D%. Basic pay is the principal element of Regular Military Compensation (RMC). The other

elements include the Basic Allowance for Housing (BAH) and the Basic Allowance for Subsistence (BAS), which are

nontaxable allowances. Basic pay is between 65% ando75¥IC. RMC excludes all special pay and bonuses,

reimbursements, educational assistanod any value associated witbrmonetary benefits such as health care,

commissarigsand post exchangeSor additional discussion of military pay and RMC, 88SReport RL33446,

Military Pay: Key Questions and Answeby Lawrence Kapp and Barbara Salazar Torreon

6 Some individualsnayqualify for longevity retirement pricio attaining 20 years of service und@mporary Early
Retirement Authority (TERA).

7 Department of Defens&tatistical Report on the Military Retirement SystEiacal Year Ended September 30, 2019,
Office of the ActuaryAugust 2020p. 54

8 This is dso frequently referred to as regularrdisability retirement.
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VI\VWVRHP W EGEL | LHOEXQRI XUWKRZYV KRZ HOLJLELOLW\ IRU UHWLUHPHQ\
GHWHUPLQHG

Figure 1.Active Duty , Non -Disability (Longevity) Retirement Eligibility Flowchart

Servicemember eligibility Retirement systems

Entered service prior Yes . .
—_
to Sep. 8, 19807 Final Basic Pay
No l
Entered service prior to Yes .
e -
July 31,19867 slgh-Tiree
No l
Opted to take
12 or more YOS on Yes
Dec. 31, 20172 g Career Status Bonus Redux
T : before Jan 1,2018?
No l
In service as of Opted for
Dec. 31,2017, e Blended High-Three
with less than 12 YOS? Retirement System?
No l Yes
Entered service after Yes Blended
Dec. 31, 20177 d Retirement System

Source: CRSderivedfrom Title 10, United States Code
Note: YOS= Years of Service

'—Sel Sel@®:’'SlE"1 Z™eZ_«Z>12"81W_~VI

JRU SHUVRQV ZKR HQWHUHG PLOLWDUWKHUYD WHIHHPRWH 6HSWHP
PRQWKO\ EDVLFES WKHH FHENBIWPWKH WLPH RI UHWLUHPHQW PXOW
IRU HDFKI \HDWFKIFHPLQLPXP DPRXQW RI UHWLUM®\SDWWORGZKLFK C
XQGHU WKLV IRUPXOD HWWWHUHGRSB\ FRRISWWDW L RQ FBDW H \H

JRU H[DPWIOWY LFHPKRBEHIWLUHYV DW \HDUV UHFHLYHV R
EDVH \HDUWRPNWUYYLFH

9 Partial years of service are credited as well, with each month equivalenttwedftle of ayear.Military Retirement
Reform Act of 1986Section 1405(b)P.L. 99348 July 1, 1986.

10 Historically, the maximum, reached at they&tar markwas75% of the computation base (30 years of senines
2.5%).However, thelohn WarneNational Defense Authorization Afiir Fiscal Year 2007R.L. 9934888601 and
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l.ll l)zi
7TKRVH ZKR HQWRHY RG aHHWWMHWPFBEH W QESH IRDBR XDU\ KDYH WKHLU
UHWLUHG SD\ EDYV Ht [EIXO FK O NY R B/ WK IERWM\Y WRPSXWDWLRQ EDVH

DYHUDJH RI WKB KLIJKHRRAQWKYVY RI EDVLF SD\ UDWKHU WKDQ WKF
FDOFXODWLRQV DUH WKH VDPH DV XQGHU WKH )LQDO %DVLF 3D\

Ze7j

TKBHGRLOLWDU\ UHWLUHPHQW V\VWHP ZDV LQLWLDWHG ZLWK Wk
3/ 7KH 5HGX[ IRUPXOD UHGXFHGI PAK AKILFROVWOMMWIRT UHWLL

VHUYLFHPHARRHHUQWHUHBUWFKN RWOPRG DIWHU $XJXVW ZHUH |

V\VWHP ZDV EURDIB®DG EQSRSKRP@IUWHVV EHIDQ WR WDNH QRWH RI
DQG UHWHQWLRQ SUREOHPV D/ VR FALIDNV B G LZLWRKQWSIGHP G D\VQW H D W |
DQQRXQFHG WKDW LW #Y&SRIDVMH®R GHGXHIUHBHD ®XWKRUL]DWLRC
<HDU 3/ 1t DQGUHSHDROMIX GWRX{IO O R Z HIX BRMW

HQWUDQWY W R+UBIKVZ YRS W WRUH5HG X[ SOXV DQ LPPHGLD\
FDVK SDYRMQW 1'$$ HQDFWHG RQ 1RYHPEHBHGX[ WHUPLQD\
RSWLRQ

7TKRVH ZKR HQMWWHULHEH WKHLQJ WKH WLPH ZUHQ BRBEXY ZG WRQVR 6\
RQH RIRWOREZZRIRSWLRQV IRU FDOFXDWWIL@J WE&B LW RJHWADHAKE Gl
\HDUV RI VHUYLFH

™o 'Y __1W ik HiZ

(OLJWVEHOH LFHFDRERSEW WR KDYH WKHLU UHWLUHG SD\ FRPSXWHC
5HGX[ IRUPXOD GHVFULEHG DERYH DV +LJK 7KUHH

™e '~ _1XA1l ZeZij

(OLJWVEHOH LFHEFEDRERBYW R KDYH WKHLU UHWLUHG SD\ FRPSXWHG LQ
IRUPXOD DQG UHFHLYH DQ LPPHGLDWH FOVKRERIQXKWRFDOOH
VHOHFW WKH &DUHHU 6WDWXV %RQXV &6% PXVW UHPDLQ RQ DF
WUYLFH RU IRUIWKW ERSRXUMVLRQ RI

642)extended the previous pay table to 40 years, allowed additional longevity raisesy\adddoadditional

retirement credit for service beyond 30 years at the rate of 2.5% pehytee.FY2015 Carl Levin and Howard P.

3% XFN" OF.HRQ 1DWLRQDO 'HIHRQLH3IZNRERR Canpiie®é ke atddr a\tap on retired pay of
general and flag officers at the Executive Level Il salary ($183,300 for 2015). This change applies only to years served
after December 31, 2014.

11 Department of Defens#jilitary Compensation Background Papers: Compensation Elements and Related
Manpower Cost Items, Their Purposes and Legislative Backgrpépdis 2005, p. 707.

12.S. Congress, Senate Special Committee on A@rgelopments in Aging: 1999 and 2000, Volum&0Z" Cong.,
2" sess.S.Rept. 107158 (Washington, DC: GPO, 2001).

1337 U.S.C. 8354. The bonean actually be paid in several annual installments if the ettisd wishedpr tax
purposes.
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The Redux Formula
Redux is different from the High Three formula in two major ways.

X Retirees under age 62: First, for retirees under the age of 62, the retired pay multiplier will be reduced
for each year of creditable service less than 30 years. Under this formulay@a2@etiree will receive 40%
of his or her retired pay compution base upon retirement (20 years of service multiplied by 2.5% minus
10%), and a 2§ear retiree will receive 57.5% of the computation base (25 years of service multiplied by
minus 5%). A 3@ear retiree will receive 75% of the retired pay comptida base (30 years of service
PXOWLSOLHG E\ PLQXV WKH VDPH DV WKH +LJK 7KUHH U
in favor of the longer serving militammember theoretically providing an incentive to remain on active duty
longerbefore retiring.

X Retirees 62 and older: Second, when a retiree reaches the age of 62, his or her retired pay will be
recomputed based on the old formu(2.5% of the retired pay computation base for each year of sexvice
Thus, beginning at 62, the 3@arretiree receiving 40% of his or her pay base under the Redux formula
begin receiving 50% of his or her pay base; thd26DU UHWLUHH: -V DQQXLW\ ZLOO M
to 62.5%; andthe 30HDU UHWLUHH -V DQQXLW\ bd3éuddemb6th tiewld and RéwW K K
formulas will not chang#.

eZ—eX7e>7-7—+1 BeedLt

JOWVKH )< '3/ EDVHG RQ UHFRPPHQGDWLRONQURBRW WVRIQH OL(
DQG 5HWLUHPHQW ORGH UL DSNER@I Y RV FLYERBWHGHP QO
VAVRVWHK L IWL @3 XURP\ GHILQHG EHQHILW V\VW ISP BMRIIDQEGHQGHG C
FRQWULE XWSLHRUY VFWWHREKRIH ZMWD UV R1 VHUFHREBY RI

ZHUH DIIRUGHG D G KRRIFBRABENMCHL WLH\BFRD Q GRW RQ G [ZKLIRG X DO V
HQWWWHGYHUYLFH RQ RU D RUHWKHEMH FUNWWREHWRPSXWDWLRQ ED\
IRU WKH GHIZQE&BVEH @IHWDJH Rl WKH KLJKHVW WKUBN \HDUYV
LQ WKH +LANWKBHKRZHYHU WKH PXOWLSOLHU LV UHGXFHG WR
SD\ EDVH LV WKH KLJK WKUHH DYHUDJH DW WKAKWHBH RI UHWLU
VHUYLFH TOKBHWH ILRFUHHE H WE WU Q J DRAK O G\ HUHUP L YRYW H URS CK\LE/D V H
XQGHU WKH QHZ | RWPX @M \DREHB ZRXO & WHHF ISIDXHED VIRI KLV

“7172—-™1 72-1 S¢—-Z—-

7KPhOHGEMEUHPHQW 6 AMYHPXDOVRUBWQR HE VY MEKROMAMVZLWK QRQ
UHWLUMRHQMWRHLYH D SRUWLRW [R IG WHEHRRQWHBL $BCLOBLYLGXDO
HQWLWOHG WR UHWLUHG SD\ PD\ QR ODWHU WKDQ GD\V EHIRL

A lump sumpayment of the discounted present value at the time of the election of an
amount of the covered retired pathat the eligible person is otherwise entltte receive

for the period beginning on the date of retirement and the date the eligible persmn attai
WKH HOLJLEOH SHU¥Y¥RQYV UHWLUHPHQW DJH

JRU WKRVH ZKR HOHFW WR UHFHLYH D OOCRCs WKW JISIDHWPUHQW DIWH
VRFYBEXXMXYXDOONKH\ ZLOO DJDLQ UHFHLYH RI WKHLU UHJXOL

14 This change is an increase in monthly retired pay, not a lump sum at the age of 62.

15 Covered retired pay is defined as retired pay under title 10, title 14, the National Oceanic and Atmospheric
Administration Commissioned Officer Corps Act of 2002 (33 U.S.C. 8301 et seq.), and the Public Health Service Act
(42 U.S.C. 8201 et seq.).

6p.L. 11492 t SBHWLUHPHQW DJH” KDV WKH PHDQLQJ JLYHQ WR WKH WHUP LQ 6H
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ZLOO EH D ®OMDQXDIOGF RWA R IVG LYH QH WYQRUM POMWHOHFW WKH GLVF
VXWR EH FDORRPOWMMH GDWH WKH PHPEHU ILUVW EHFDPH HOLJLEC
\HDUV ROG XQWLO VRFLDIXKN HMXA DW V R HVD YRR § MMAD IBHKHP\S W R PV
SDPHQW DV D VLQJOH SD\PHIQQW \RD XGSPWAWR X BKIHQQXP® VXP LV G|
SUHVHQW YDOXH EDVHG RQ WKH DQQXDO UDWH SXEOLVKHG E\ '2
LOQWR HIIHFW RQ -DQXDU¥ 7RH WKIR 9 RRXPRZLYBRXQW UDWH IRU

IXPS VXP SD\PHQWY DUH FRQVLGWDHGGHDRRRUG LQF®RPH DQG DUH

OHPEHUV XQGHU WKH %56 ZLWK D GLVDELOLW\ UHWLUHPHQW GR
RI UHWLUHG SD\ DVMVXBHVHRXYGWIHRP DX@IBQW PHPEHUV PD\ HOHFV
OXPS VXP RSWLRQ IURP WKH GDWH WKH PHPEHU ILUVW EHFRPHV
\HDUV ROG XQWLOIWS&I\WLRFLPHQWH DI MWD WA SLRQ MA@ H[WHUQDO V\
WH2' %RDUG Rl $FWXDULHV DVVXPHV WKDW DSSUR[LPDWHO\ :
PHPEHUV XQGHU WKH %56 ZLO® HOHFW WKH OXPS VXP RSWLRQ

Calculating the Lump Sum Payment
An eligible retiree can elect one of two options for calculating the lump sum.

x A lump sum of 50% of the discounted present value of retired pay between the date of retirement and {
date of social security eligibility and a monthly annuity of 50% of the monthly retired pay they are other
entitled to. So for example, if a retire@as entitled to $4,000 per month in retired pathe retiree would
continue to receive a monthly annuity of $2,000 and would receilkenp sumequal tothe discounted
present valuef the remaining annuity between the time of retirement and the soc@lisgy full retirement
age.

x  Alump sum of 25% of the discounted present value of retired pay between the date of retirement and f{
date of social security eligibility and a monthly annuity of 75% of the monthly retired pay they are other
entitled to. So for example, if a retire@as entitled to $4,000 per month in retired pahe retiree would
continue to receive a monthly annuity of $3,000 and would receikerg sumpayment equal téhe
discounted present valuef the remaining annuity between the time of retirement and theial securityfull
retirement age.

1 Ze'—Z7Ze1 "—e>'c7e'"—@el

&ERQIWHEMFLVLRQ WR LQFOXGH D GHILQHG FRQWULEXWLRQ HOHF
ILQGLQJ WKDW XQGHU WKH O HIDHQ OHWAKE AiCHRGN Q/RRWRIIRNVFHUV (

17 Seehttps://www.ssa.goplannersretirefetirechart.html

18 The discounted present value will be determimeadcordance with the rate that is an inflatoljusted, #ear

average of the Departmenttbe Treasury HighQuality Market (HQM) @rporate Bond Spot Rate Yield Curve at a

23-year maturity plus an adjustment factor of 4.28 percentage points. The infidficsiment applied is the

Departmentothe 7UHDV XU\ 3% UHDNHYHQ , QIO D Wlepa@meérs & DeférDéftemnentddd 6f & XUYH ~
the Blended Retirement Systsvemorandum, January 27, 20hftps://militarypay.defense.gd®brtalsB/Documents/
BlendedRetirementDocumerfi$NAL_BRSImplementationGuidance.pddepartment of DefensBlended Retirement

System Lumgum Government Discount Rate for 20&morandum, May 26, 2017,
http://militarypay.defense.gov/Portals/3/Documents/BlendedRetirementDocuments/BRS%20Lump%20Sum%20Gover
nment%20Discount%20Rate%20Memo%20(20dd?ver=201706-13-121230790.

19 Office of the Secretary of Defendgiended Retirement System Lump Sum Discount Rate forMegiorandum,

May 28, 2020,
https://militarypay.defense.gov/Portals/3/CY21%20Lump%20Sum%20Discount%20Rate%20Memo0%20%28SIGNED
%29.pdf

20 DOD Office of the Actuaryyaluation of the Military Retirement SystasofSeptember 30, 281April 2020, p.
103.
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FRPSDWWH \HDUV RI VHEBLERH /Q G H/PKXQW FRPSHQWDWLRQ IRU
TKIZADBWW RGGV ZLWK UHWLUHPHQW EHQHILWY LQ WKH SULYDWH \
YDULHW\ RI GHILQHG FRQWULEXWLRQYSMFANBPISO D\GIG \D 8 HWMKH X D
VKRUWHU WLPH SHULRG

SQGHWIHEKBGLYHRXNDNWUQLWHH U -D QX DUWMHXWRPDWLFDOO\ HQUROO
WRKULIW 6DYTZQIDNVEOIEY YLGXDO GROMOURE XWIIUR® KLV RU KHU PR
EDVLF SQDRWLYH GXW\ SD\ EHJLQQLQJ WKHVIVEDWRID\ SHULRG D
VHUYLFH $W WKDW WLPH WXW RMPBRYWKOX ZRQW WICEMYRVE RDMVQR |
SDWR WKH VHUW 7B PHPERXQW ,Q DGGLWHBREHPERINVNOO PDWFK
FRQWULE XW LRI QAVKHS YW RHIF HFFIEH WM WIZRJI\BB/UV DQG RQH GD\ DI
WKH PHPEHU ILUVW HQWHUV VHUYLT R KMHQGHWQY G BB BDAVE XIUVHIIBU V F
WR PDNH LOYGBWOBX]NIEXWLRQWRIUHAKL RYGRYHUQPHQW PDWFKL:
7DEOIRRU JRYHUQPHQW PDWFKLQJ SHU E MMQOND JHWV WHKG DIVIFUAML FAHZFF
FRPSOHWHHUYDIWWUAHRIQG DEOH WR WDNH RZQHUVKLS RI WKH  FRC
VXEVHTXHQW PDWFKLQJ FRQWULEXWLRQV $Q\ HDUQLQJV RQ JRY
YHVWHG ZKHQ WKH\ DFFUXH B6HUYLFHPHPEHUV DUH LPPHGLDWH(
FRWULEXWLRQV

Table 2. Government Automatic and Matching Contributions

Government
Individual Automatic Government Matching Total Rate of TSP
Contribution Rate of Contribution Rate of Contribution Rate of Monthly Contribution
Basic Pay or Inactive Basic Pay or Basic Pay or of Basic Pay or
Duty Pay Inactive Duty Pay Inactive Duty Pay Inactive Duty Pay
0% 1% 0% 1%
1% 1% 1% 3%
2% 1% 2% 5%
3% 1% 3% 7%
4% 1% 3.5% 8.5%
5% 1% 4% 10%

Source: Department of DefenseGuidance fdmplementation of the Blended Retirement System for the Uniformed
ServicedMemorandum from the Deputy Secretary of Defense, January 27, 2017.

7KH VHUY®BHAR 2D X W R P D W L\FIDIOYOL\ FH® B REWKGIHZ6IR BUR JUD P
LQGLYLGXDO BRQGHUDERWLBRRRXQW RI WKHUY LFIHREREBU X QO HV V
| WKH VHUYLFHPHPEHU GHFOLQHV WR PIZN®OLQRRYWE KD O G\REM L
UHMQUROOHG HYHU\ \HDURDW W® @ L& H DOOIONF RBRVKERWLRQ 7KLV
LQGLYLGXDO WR PDNH DQ D RVRIWY i FEOWRUWEKRIQZHE Y HU\ \HDU WR

21 Military Compensation and Retirement Modernization Commission Final Report, January 2015. p. 23.

22 The Employee Retirement Income Security Act (ERISA) requires firms to vest employees in cqmpéagd
defined benefit retirement plans either gradually over a period of seven years or by five yearsvestaiidf. In
addition, a defined contributigslan must cliff vest within three years or up to six years for gradual vesting.

23 This 4% is in addition to the 1% automatic government contribution, therefore the total government contribution
ZRXOG QRW H[FHHG Rl WKH PHPEHUTVY EDVLF SD\
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"—e'—7Se'"—1 S¢

7R SURDPLGBGDUHHU UHWHQWLR @36 R-RIN UHV K QEWHK RMKHHG FRQW
IRU PHPEHUV ZKR DUHHDHWZRIHQRUNWEROW RWGHBHV HUYLFH

REOLJFJDMWIHRD\ PD\ EH GLVWULEXWHG LQ D OXPS VXP RU LQ D VI
SD\PHQMWY ODZVDQ ®RXLYH GXW\ UHJXODU FRPSRQHQW PHPEHU
PHEHU ZKR LV SHUIRUPLQJ BFWBWRAXBDEIKELRY BHRHQLPXP DPRXQV
FRQWLQXDWLRQ SD\ HTXDO WR WLPHV WKHLU PRQWKO\ EDVLF
RQ DFWLYH GXW\ WKH PLQLPXP FRQWLQXDWLRQ SD\ LV HTXDO W
RI DQ DFWLYHWPHRPSB@®RHQYWPLODU UDQN DQG ORQJHYLW\

7KH ODZ DOVR DXWKRUL]JHV DQ DGGLWLRQDO DPRXQW RI FRQWL(
6HFUHWDU\ NRA®EHOHQRG DFWLYH FRPSRQHQW PHPEHUV WKDW ZR
PRQWKO\ EDVLF SD\ PXOWL%DKHG ID\HQIRE PE UW\VWKDQYGHG WR PLO
GHSDUWPHQW 6HFUHWDUWHR GRIDWRI)WPRXDQWLRIQDSM\LLY LQWHQ
VKDSLQJ E\ DOORZLQJ WKH 6HFUHWDULHV WR RIIHU KLJKHU FRQ!
RFFXSDWLRQDO VSHFLDOWLHY WKDW DUH XQGHUPDQQHG

Table 3. Potential Continuation Pay Multipliers
(by Component and Duty Statis

Additional Discretionary
Component and Status Minimum Continuation Pay Continuation Pay

Active Component 2.5 times monthly base pay Up to 13 times monthly baspay

Reserve Component on Active Duty as 2.5 times monthly base pay Up to 6 times monthly baspay
defined in10 U.S.C8101(d)(6)

Reserve Componemoton Active 0.5 times monthly base pay Up to 6 times monthly baspay
Duty as defined i10 U.S.C. §101(d)(6)

Source: 37 U.SC. 8356

Note : Monthly base pay fareservists is calculated as the monthly base pay of an active component member of
similar rank and longevity.

24 Congresdir st required a fouyear obligation for continuation pay in theyear of service in the FY2016 NDAA

(Section 634). This was amendédQ WKH )< 1'$$ WR SURYLGH PRUH IOH[LELOLW\ LQ WKH W
than 8 and nomore than 12 yeard eervice” and changed the service obligatioratminimum of 3 additional years of

service following acceptance of continuation pay.

2537 U.S.C. §356(d).
2 As defined in 10 U.S.C. §101(d)(6).

27 Continuation pay rates for each service as of January 1@,c&02be found at

https://militarypay.defense.gov/Portals/3/Documents/BlendedRetirementDocuments/Continuation%20Pay%20Rates
02020.pdf

28 Section 634 oP.L. 11492 V W D @) AMOUNT. 2 The amount of continuation pay payable fala TSP member

under subsection (ahall be the amount th#& equal to? (1) in the case of a ember of a regular componeéntgA) the
monthly basic pay of the member at 12 years offYdeFH P X O WL S O L B)Gt thé discret®®oX e $acretary
concerned, the monthly basic pay of the member at 12 years of sanligaied by such number of months (not to

exceed 13 months) as the Secretary concerned shall specify in the agreement of the member under sul{g¢dtion (a)
the case of a member of a reserve compchéh} the amount of monthly basic pay to which thember would be

entitled at 12 years of service if the member were a member of a regular component multiplied by 0.5; plus (B) at the
discretion of the Secretary concerned, the amount of monthly basic pay described in subparagraph (A) multiplied by
such mmber of months (not to exceed 6 months) as the Secretary concerned shall specify in the agreement of the
member under subsection (a).
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8QGHU WKH EOHQGHG V\VWHP UHVHUYH FRPSRQHQW PHPEHUV Z
UHFHLYH WKH PLQLPXP FRQWLQXDWLRQ SD\ DV GLVFXVVHG DERY

R

DQ DFWLYH FRPSRQHQW PHPEHU
6HFUHWDU\ WKDW ZRXOG EH WKH DPRXQW RI

Table 4.Retirement System Comparisons

S OXW DROBEIGWWHRQDO DPR

PRQWKO\ EDVLF SD

Final Blended Retirement
Basic Pay High Three Redux System
Applies to Servicemember Servicemember Servicemember Servicemembers entering
entering before entering fromSept.8, entering after July 31, on or after January 1,
September 8, 198Q through July 31, 1986 and acceptig 2018, and those with 12
1980 1986 and persons 15year Career Status or fewer YOS on
entering after July 31, Bonus with additional December 31, 2017, who
1986 but opting notto  5-year service choose to opt in.
accept the 15/earCSB  obligation
Basis of Final rate of Average monthly basic Average monthly basic Average monthly basic
Computation monthly basic  pay for the highest 36 pay for the highest 36  pay for the highest 36
pay months of basic pay months of basic pay months of basic pay
Defined 2.5% peryOS 2.5% peryOS 2.5% perYOS,less 1% 2.0% per YOS
Benefit for each year of service
Multiplier less than 30 (restored
at age 62)
Defined Individual Individual contributions Individual contributions 1.0%minimum
Contribution  contributions to  to TSP, no matching to TSP, no matching  contribution into TSP
TSP, no from Service with up to
matching 4.0% matching
contributions
Lump Sum Monthly annuity Monthly annuity only Monthly annuity only ~ Option for partial lump
Option only sum payment at
retirement with full
monthly annuity restored
at eligibility age for full
social security payments
Additional None None $30,000CSBpayable at Minimum incentive pay
Continuation the 15year anniversary between 8 to12 YOS
Benefit with 5-year obligation =~ w/3-year service

to remain on active
duty

obligation

Sources: Adapted by CRS frorMlilitary Compensation Background P&ggartment of Defense, Seventh
Edition, November 2011, and FY2016 NDAA.

Notes: YOS = Years of Service; CSB = Career Status Bonus.

2(192>Y21 ~—TM~—Z—°3_9 20’)2_2_0

7TKHUH DUH PDQEHWPMEEBRWAWIHAH DQG UNMHUY B HIHWWMLYUHPHQW V\
FRPSRO®RHREWPEIRXVW DOVR FARKDOWMOHDH@YN VHUYLFH WR EHFRPH HOL

29 Also referred to as neregular retirement. For additional information on reserve pay and benefiGRS&Report
RL30802,Reserve Component Personnel Issues: Questions and Anbweesvrence Kapp and Barbara Salazar

Torreon
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IRD GHIUGWGE EHRWFEBMFRQG WKH UHVHUYH FRFWXHW DA W K/H VIADHAPEH

SHIXLYDORDMWD\HDO W Q HYSWYLEHG EHORZ DWIRBMWLUHPHQW |
WKRVH ZK® HWOWHYH SULRU WRQBGQXDILRU WKRVH ZKR HQWHU RQ R
-DQXDU\ 7KH SULPDU\ GLITHUHBY¥H UEHWZEOE QVWW HIDHF 8 RY B W\VWHP
VIVWHP XVHG WXP G DIOFXD DHDH V D QR M A XN & MY@\WD BHIBIUNY W
ZKLFK WKH UHW EWH BEDQAR HDGXG XLWEO R W RIUQ URISM UR' LV W V

JRU UHWLUHPHDX\D SKHERNVHYVYBFB \HDU LRHEKHBKRRHDKIHK V
DW OHDVW S RKRHQRNVNHPYHPWH D XDUGHW\IRUUHVHUYH DFWLYLWLH?

RQOH SRLQW IRU HDWKUG DF HR | DHAFEQNDRIDWE& DLQLQJ

ILIWHHQ SRL QPP BHUDKL SRILQ WKH 5HDG\ 5HVHUYH

RQOH SRLQW IRU HDFK LQDFWLYH GXW\ WUDLQLQJ ,'7 SHULR
RQH SRLQW IRU HDFK SHULRBGQRE IXQHUDO KRQRUV GXW\

RRH SRLQW IRU HYHU\ WKUHH VDWRYIBHUWRDILQ \PERRSDHW H G
FRUUHVSRQGHQFH FRXUVHV

LWK PXOWLSOH RSSRUWSDQUWLHVSWW LHDURHEE HQW-M VDKH VHOHF
QRUPDOBRFRIX® WKH UHTXLVLWH SRLQWV SHU \HDU DQG WKXV
UHWLUHPHQW 7KH ROHREPWWSHEHWHERU H[FOXVLYH RI DFWLYH G
WLPH EXW LV FXUUHQWOXKHARSSHWELYW GXWRISRWYWY DUH DGGHG
UHVHUYLVW FDQQRW HDUQ PRUH WKDQ SRLQWYV DJ\HDU 7KH Q
ERWK WKH QXPEHU RI \HDUV RI TXDOLI\LQJ VHUYLFH DQG WKH Q.
UHWLUHG SD\ FDOFXODWLRQ SXUSRVHYV

$ UHVHUYLVW PD\ UHWLUH DIWHU FRPSOHWLQJ \HDUV RI TXDOI
+RZHYKHK UMWV HO YXWIREWORPH HOLJLEON QMWL BW LAKHGE KS DAL P H

KH RU VEHFIRCWFR HOLJLEOH IRU*BISRIONVDHW PHIGRIHFQ® FWKH LQGLY
QRUPDOO\ WUDQVIHUUHG WR WKH 5HWLUHG 5HWYHIUNWY WRG LV HQ
LQFOX®PHWRORU\ DQG H[FKD®FH \SW WR. O RUBDW HJ H B @ LIRUH SOURG WbV
DQG IDFDOQGWILHFPAWHG VSDFH DYDLODEOH WUDYHO RQ PLOLWDU\
SHVHBX®RW \HW UHWLDHNG S6IN\RIEUDN BIDHWLUHHY 7LPH VSHQW LQ
5HWLUHG 5HVHUYH FRXQWYV IRU ORQJHYLW\ SXUSRVHV DQG XOW
HIDPSOH D OLHXWHQDQW FRORQHO ZKR WUDQV KW Y RRQW KWHR) WKH
UHWLUHI IS D\ BMVOFXODWHG RQ WKH EDVLF SD\ RI D OLHXWHQDQ\
\HDUV RI ORQJHYLW\

7KH GDWHH WKIHVWHEHFDPH I PHIREFKVREG MWKHUPLQHY ZKHWKHU WK
SD\ LV FDOFXODWHG EDV HG JRQ7W BHG)H G 6 BEMAHWL 5\ F BRI WP H

X X X X X

30 Reserve Componegenerally describes the six reserve components of therfega of Defense: the Army
National Guard, the Army Reserve, the Navy Reserve, the Marine Corps Reserve, the Air National Guard and the Air
Force Reserve.

31 Annual training is a twaveek period of activeervicethat usually results in 1dr 15retirementpoints.

32 A day ofinactive duty for trainingypically includes twdJnit Training Assembés (UTAs). The nomal drill
weekend consists of folfTAs and therefore results in four retirement points. A year of weekend drills earns 48
UTAs/retirement points.

33p.L.1101818648.

34 Section 6% of the FY2008 National Defense Authorization AletL. 110-181) reduced the age for receipt of retired
pay by three months for each aggregate of 90 days of specified duty performed after January 28, 2008 (the date of
enactment of the FY2008 NDAA). This authority was not made retroactive to SeptemberIL ITt20@etired pay
eligibility age cannot be reduced below 50 and eligibility for medical benefits remains at age 60.
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HQWHULQJ EHIRUH 6HSWHPEHU ZLOO UHWLUH XQGHU WKH

HQWHULQJ DIWHU ENSWEHPIRWWY -D QA0 UHWLUH XQGHU WKH +LJ

VIVWHRRAMKR ILUVWSBHHURMHP&RPSRQHQW VHUYLFH ZLWK QR SULF

VHUYRGHRU DIWHU -DZLXOIUUHW L %10 K@G&MGE UMHRH P'W FBM W H P

UHVHUYLVWV ZLAKR KWDLYRUD\FHDHRXOMHEYINGEY DOHQW \HDUV RI VHUYL
SR W V H B BNFRA/HS 6

Calculation of Reserve Retired Pay

The calculatiorof reserve retired payarallels the active duty system but requisjustment to reflect the part
time nature of reserve dutyFor examplegonsidera reserve componenieutenant colonewith 5000 pointswho
joined the military in January 1980 and transfertethe Retired Reserve i2000after completing 20 qualifying
years of servicen 2015, after reaching0 years of ageand becomingligibleto receiveretired pay the process
for calculating heretired paywould be

x  Step 1: Divide the total points by 360 to convert the points &guivalent years of ser(a@00 / 360 =
13.89).

x  Step 2: Multiply theequivalentyears of service by the 2.5% multipli@é3(89times0.025 =0.3472). Using
the Final Basic Pay option, tB815paybasefor a lieutenant colonel witl35 years of servicé20 years of
qualifying service plus 15 years in the Retired Resesv#,762.40per month3s

X Step 3: Multiply the pay basky the retired pay multiplie($8,762.4Qtimes 03472)to produce amonthly
retirement annuityof $3,042per month.

'eSc'e’e ]l Ze'P7 7 —o

6HUYLFHPHPEEH®XYH WR D GLVTXDOLI\LQJ PHGLFDO FRQGLWLRQ D
WKHLU PLOPWDUOXOBRWIGHWDELOLW\ UHWLUHPH@GWDBRARRQO\ UHI
UHWLUKHGHIQWLOLW\ LV BEBVYRG RHQOQMDYDGIJWNDEOH GLVDELOLW\ U
XQGHU WKH VWDQGDUG VFKHGXOH RI UDWLQHUBIQAM &IUD L WY HDWWL Q
WKH WLPH RI S8RHUBLYDWILRIONV, UHWLUHHY DUH UHWLUHG EHIR
ORQJHYLW\ DKWIHRWHKMPWY KDYH FRPSOHWHG RU PRUH \HDUV |

352015 Military Pay Chart dtttp://www.dfas.mil

%)RU DGGLWLRQDO LQIRUPDWLRQ B8RP R2pfiVRIBEBILDEALD, BvalBilibR &F MNtyry VHH
Servicememberdy Christine Scott and Don J. Jansen

8710 U.S.C81201 (b) (3) (B). Por to the FY2008 NDAAR.L. 110181 81641), disability retirement required at least
eight yearof service or a disability that resulted from active duty or was incurréeifine of duty during war or

national emergencyJnder current statute, members must be on active duty for more than 30 days and the disability
was either 1ot noted at the time of the memi§gshtrance on active duty (unless clear and unmistakaldlerese
demonstrates that the disability existed before the mefnigirance on active duty and was not aggravated by active
military service);2) the proximate result of performing active dudyjncurred in line of duty in time of war or national
emergeacy; ord) incurred in line of duty after September 14, 1978.
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Formulas for Calculating Disability Retired Pay
A servicememberetired for disability may select one of two available options for calculating their monthly re
pay38
x Longevity Formula. Retired pay is computed by multiplying the years of service times @.220% (for

those joining on or after January 1, 20Ehdthen times the pay base (either final pay or high these
appropriate).

x Disability Formula. Retired pay is computed by multiplying the DOD disability percentage by the pay

7KH PD[LPXP UHWLUHG SW K H DLA/RER WO BVFHFXIPI@ERIW HR[ EDVLF
SCA'LVDELOLW\ UHWLUHHYVY DUH QRW DXWKRUL]#WOMEREGHBFHLYH D
SHWLUHPHQW 6\VWHP

S5HWLUHG SD\ FRPSXWHG XQGWXEWMKIF VG WR B BEIIRIORE @RXROMHL V

PRUH RI WKH IRWOR DISSIOERYPGILMEHYDELOLWN LV WKH UHVXOW RI
UHODWHRRULWKIKU\QGLYLGXDO ZDV HO IWH W Q tHR R IQUMF ¥ LSYUH. B U WIDRE |
6HSWHPEHU RU WKH LQGLYQGXDK ADPHG 6HUYLFHBY SULRU WR 6H!
DQG ODWHU EHFDPH HOLJLEGH WRW HE \SDE DOQGH W WWRIUGIRKEQI BIY LV
WKRVH HOQOWHULQJ DIWHV %H3 WH®HE HRQ O\ WR WKH H[WHQW WKDW
LQGLYLGXDO ZRXOG UHFHIMXUMNAQ B FR MEKCHNVNGUN O E WAHIGNL QR UP X O

ie>S >’ —S5¢1 Z>""ce-1 S¢

S5SHWLUHG HQOLVWHG PHPEHUV RI PLOLWDU\ VHUYLFHV ZLWK OHYV
IRU D LQFUHDVH LQ UHWLUHG SD\ ZKHQ FUHGLWHG ZLWK H[WL
GHWHUPLQHG ERWKHV6REB WKHHUWOWAH UPERMIDVH LV VXEMHFW WR D P
RI WKH MMHREMLUHG RU UHWDLQHU SD\ EDVH ,Q &RQJUHVV H
PHPEHUV RI WKH UHVHUYH FRPSRQGHOQNWZKRI ® SBW\HOLJLEOH IRU L

'e’eSHC1l Ze'H /AT Gl Z@FS 20l ZeZ>Se1
—E"-Z1 S
OLOLWDU\HFHWY HHMKBIEGRIPLDBHQHILWY LQ DGGLWLRQ WR WKHLL
&XUUHRQWWDU\ SHUVRQQHO GR QRW F MYWSDLUIMWWHPD CBLRUDML\R Q R |
UHWLUHPHQW FSDHN YDHIF LR ® SDLG WD[HMWADQUWL R/ WWHXBRF IR QG VL C

-DQXDU\ DQG DUH HQWLWBHRGUWR\IEBQHIRWIM BD/HG RQ WKHLU F
OLOLWDU\ UHWR BHITDS® L @RMBEWRHIVHW DIDLQVW HDFK RWKHU

%810 U.S.C81401.
%910 U.S.C81401.

4026 U.S.C8104. The termTombatrelated injury means personal injury or sicknegsich is incurred1) as a direct
result of armed conflic{2) while engaged in extrahazardous servizg3) under conditions simulating war; ahich
is caused by an instrumentality of war.

41See 10 U.S.C. §3991(a)(2) (Army), §6330(c)(3) (Navy and Marine Corps), and §8991(a)(2) (Air &udce)
Department of DefersFinancial Management RegulatipPOD 7000.14R Volume 7B, Chapter 1, March 2018.

22p.L. 107314
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OLOLWDU\ UHWLUHG SD\ LV QRW VXEMHFW WR ZLWKKROGLQJ IRU
GLVDELOLW\ UHWLUHG SD\ LV VXEMHFW WR ZLWKKROGLQJ RI IHG
6HFXULW\ EHQHILWFRDWBOWE HEHBIDOXEQIFHRPH WD[ IRU LQGLYLGXDO

Ze'57¢1 SEC1S—e] 7Y “oeel ¢o“7d—7—->
0 (

OLOLWDU\ UHVBIMXVAGIEDRVLRQ E\ VWDWXWRKH GLE& 8W D U\

SHWLUHPHQW 5HIRUP $FW RLIWK FKQ FROMKREWDRQHG LQ WKH )<

'"HIHQVH $XWKRBU]DWLRURWRGH.2/$V DV LQGLFDWHG EHORZ &R

QRW PRGLILHG WKWLBE/ $HRRIAXYSROLF\PDNHUV URDX®DUO\ GLVFX

PRGLILFDWIIRZDMNE\ WKH DLP RI UKIEXRL®IRARFRWW UHWLUHHV IRL
DQG ZDV LQ HIIHFW DV#RI '"HFHPEHU

ele™>1 pZe702el W AL We > S\—e e

JRU PLOLWQHO SAKRVRQ@VW HQWHUHG PLOLWDU\ VHUYLFH EHIRUH
&2/$ HTXDO WR WKH SHUFHQWDJH L Q FEH\Y ¥ H H.Q WWKHHREIRIQUG AKX D L
VXFFHWOLYW ZLOO EH DSSOLHG WR PLOISWDGLEMIMQAIUHBFXD\ IRU \
“DQXDUNKLY QXPEHU LV URXQGWBQWRVRKH QR/MDUNVISBQHHG WR V
PRQWKO\ EHQHILW DPRXQW DQG WKH ILQDO SH\PHQW LV URXQGHF

P AZ>e"2Zed ‘"1 —e7571 5V @&Z21
77 eWW"\
JRU WKRVH SHUVRQQHO ZKR ILUVW HQWHUHG PLOLWDU\ VHUYLF
ZLOO EH FDOFXODWHG LQ DFFRUGDQFH ZLWK HLWKHU RI WZR PH
“— Ze72i1l ZE ™' 'Z—ece

7KRVH SHUVR QIQHO KIKRHRBMHLU UHWLUHG SD\ FREBSOXHG LQ DFF
+LJK 7KUHH IRUPXOD ZLOO KDYH WKHLU &2/ FRPEXWHG DV Gt
HQWUDQWYV

Z+*7i&PYVAVVVL Se'l "—72el ZE"™'7Z—ece

7KRVH SHUVRQQHO ZKR RSIM WRPISX WRHEGHOQLIHFEH WIKUW BH 5HG X
IRUPX®YH WKHLU &2/$V FRPSXWHG XVLQJ D BUHHOUHRWHI RUPXOD

43The actual index used to adjust COLA is the-@Plthe index for urbamage earners and clerical workers. It
represents the buying habits of approximately 32% ofitireinstitutional population of th&lnited StatesMilitary
Compensation Background Pape8eventh Edition, November 2011, p. 637

44 Defense Finance and Accounting Service, 2021 Cost of Living Adjustment and Pay Schedule, at
https://www.dfas.mil/RetiredMilitary/newsevents/newsletter/2C0L A-and-Pay
Schedule/#:~:text=Based%200n%20the%20increase%20in,0f%20SSIA%20payable%20is%20%24327

45The CPI is calculated and published by the Bureau of Labor Statistics.
4610 U.S.C. 81401a.
4710 U.S.C. 81412.
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SHUFHQWDJH SRLQW EHOR@RWMRM DBIFVPXDOHL QMO WHRHP EBPWH &2
LQFUHDVH ZDV DO BHERX$ UBWUHDBVIHRI D UHWLWHM UHDFKHYV
DJRI WKHMAMRQHPH UHFRPSXWDWLRQ RI KLV RU KHU DQQXLW\ WF
SXUFKDVLQJ SRZHU FIDXQQED/BDERAGWEFRAWKH LQIODWLRQ UDWH
SHUFHQWAWIKLYRLPFRPSXWDWLRQ RI &2/$ LQ FRPELQDWLRQ ZLW
UHWLUHG SD&PXPXWL/SHEVHDVOQRH U Q FUR B R BVER QWKKHON LU H G

SD\ SORULWWERDWKRI D VLPLODUO\ UHWLUHG GCREWHE Z KR VEHG WR W
UHFRPSXWDWLRXRIH Y&2/ SLOWNIFRONMM. QXH WR EH FRPSXWHG DQ
WKH EDVLV Rl WKH LQIODWLRQ UDWH PLQXV RQH SHUFHQWDJH S

"— EZ>— 1S 70171 77571 1 'e’eS>¢1 7

6RPH DGYRFDF\ JURKISRHED @ K IV ¥ YHL[ 5 HDVEVRMOMF R @ SIOBI®W QWD W L R (
RI WRHQ&HGLUBRMM® SDUWLFXODU WKH UHGXFHG PXOWLSOLHU
PRQWKO\ DQGXUKMH OXPS VXP 3NNHRQURBHMH@W L RO WKSD FW V

%5R QHFUXLWPHQWDNQZH 0 BWHQRQ RVEHMLQADRDPLDOWMOOSHUVRQ
6LQFH WKH DYHUDJH PLOLWDU\ UHWLUHH XSRQ UHWLUHPHQW LV
VHFRQG FLYLOLDQ FDUHHU DQG PD\ DOMRVE ABRRHKUW VRIUU K P U QW
HPSOR\HU (VWLPDWHGR | DUWVEDAHDWHERHQ W LYH WR WKH DPRXQW D F
FRQWULEXWHY WR WKH 763 DQG WKH UHWXUQ RQ LQYHVWPHQW |

7KHUH LV VRPH XQFHUWDLQW)\ DV WR ZKHQYKGE FRVIKBE)WW GXFHG P>
DGHTM¥EWHQWLRQ L GFHIHMILY BHBYURRL@GHO $ UHFHQW VWXG\ IRU V
PRGHOHG SRWHQWLDO UHWHQWLRQ RXWFRPHV IRXQG UHODWLYF
UHWHQWLRQ EHLQJ VIRAHWKD\Y PR MAHOEMNEN DOW RRQRWH G W K
UHWHQWLRQ PD\ YDU\ E\2RPEXSPOWN R@D O KHE IDRIVDICRMY) WKDW 10OH[L
QHHGHG IRU WKH VHUYLFHV WR YDU\ WKH FRQWLQXDWLRQ SD\ V
OHQJWKHBP PHQYPRH UHTXL GHPHDQ@\EVRIRRIKELDOV DOVR H[SUHVVE
FRQFHUQV WKERP RSRHIGHRMSLFH D ODUJHU QXPEHU RI LQGLYLGXD
\HDU PDUN UHVXOWLQ¥LQ PDQSRZHU GHILFLWYV

,Q WHUPV RI | EH) QR DVOKBHOBRKYSV IRXQG WKDW LQ JHQHUDO W
DIWHUHDU FDUHHU DQG FRQWULEXWH WR WKH 763 WKURXJKRXW
KRPH SD\ IURP UHWLUHPHQW WR DJH WKDQ WKRVH LQ WKH OH.
RIDIWHU WKH DJH RI  ZKHQ HOLJLEOH WR VWDHKW WBWDIAJ IURF
OLIHWLPH EHQHILW 7O VJIKMM HRID XWQIESHIFRVEH W L U H PXIQG®WHU\VWHP V
WKH %%/38HWLPH EHQHILWY GHSHQG R QJ MEKXHWVBIRRWR W KMHK A 6BH B B H (
WDNL@IGWKID@WDJH RI JRYHUQPHQW PDWFKLQJ E\ PDNLQJ FRQWUI

7TKHYAXDGUHQQLDO 5HYLHZ RI OLOLWDU\ &RPSHQVDWLRQ 450& |
FROQWULEXWLRQ SDWWHUQV IRU DFWLYH FRPSRQHQW PHPEHUV X
ROGHU DQG KLJKHU LQFRPH VHUYLFHPHPEHUV VDWKGWW KLJKHL

4810 U.S.C. §1410.

49 Grefer, Jamesetal7 KH OLOLWDU\ &RPSHQVDWLRQ DQG 5HWLUHPHQW ORGHUQL]DWLRAQ
Plan: Implications for Marine Corps Force Management Objecti@NA, October 2016.

50U.S. Government Accountability Officilitary Pensions: Servicemembers Need Better Information to Support
Retirement Savings DecisiQiGAO-19-631, September 2019, p. 28{ps://www.gao.gov/assétd 0/701524.pdf

511pid., p. v
52|pid., p. 70.
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SVHUYLFH PHPEHUV IURP DOO IRXU VHUYLFHYV I[UHTXHQWO\ IDLOH
IXQGV WKDW WKH\ ZHGH K 14BI0ROHHW R PUP tH FHGLH G

Xx ORQLWRULQJ DXWRPDWLFDOO\ HQUROOHG SDUWLFLSDQWYV C
DQG WHQWHWHG FRPPXQLFDWLRQV WR WKRVH QRW FRQWULI

x (GXFDWLQJ PHPEHUV RQ WKH PHULWV RI VSUHDGLQJ 763 FR(
\HDU DQG

X $OORZLQDBRODWIF63 HOHFWLRQV LQARXG@WLRQV WR SHUFH
HOHFYWLRQV

$GYRFDF\ BOHDXOMFS WHHWRPH FRQFHUQV B KR RS WIKRHJOXPS

GLVFRXQW UDWH ZKLFK LV KLJK FUH @AKLIDRID CLUWRERIXOIPAY W VWAHAH | R U
VHPWRWULY FRXOG OHDG WR D VXEVWDQWLDOO\ ORZKR OLIHWLPH
HOHFW WKH OXPS VXP ,Q DGGLWLRQ H[SHUWV KDYNFZDUQHG Wt
DUH WKRVH ZLWK WKH JUHDWHVW ILQDQFLD & RHRSR OHIBNR URO R 2
WKH OXRSWKRQ KDYH DUJXH GOW KDOAD RVA HV HHDWL RH A HARH UV PRUH
WR XVH WKHLU UHWLUHPHQW EHQHILWY WR IRU H[DPSOH VWDU
LQYHVWPHQWY WR KHOS WUDQVLWISRQ LQWR FLYLOLDQ OLIH RU

2QH RI WKH zZzD\V WKDW &R GRHAHU D& @IDNYR@REL YEFOLWHUDF\ WU
IRU VHUY L FHPMWHREHXYWKRUL]DWLRQ IRU MKMW IQH Z<UHWILBHPHQW
$W &RQAQVUBHKHVW WKH *RYHUQPHQW $FFRXQWDELOLW\ 21ILFH *
2"V ILQDQFEDYW WDLVOH @D SIUR SRR BXYWOLV SURJUDP ZDV KHOSL
PHPEHUV WR PDNH GHFLVLRQ¥*BE RRXQ GHWH LW P RBWOYIEY WQIDWL Q L
GHOLYHUHG LQ DFFRUGDQFH ZLWK HIIHFWLYH SUDFWLFHV +RZH
SUBQG PRVYWVVPHQW PHFKDQLVPV WR GHWHUPLQH ZKHWKHU WK
LQGLYLGXDO PDVWHU\ RI WKH WR REBH FRR SENHRE W IDDXLWVOK RU V RQL
ODUJH JURXS VHVVLRQV PD\ QRW EH DV HIIHFWLYH LQ GHOLYHUL
PHPEHUV ZLWK OLPLWHG OLIH H[SHULHQMHD®B ORZ EDVHOLQH |
UHFRPPHQGDWLRQV ZHUH

1. 7KH 6HFUHWDH\WRRM0BQ/YDOXDWH WKH UHVXOWV RI LWV IL
DVVHVVPHQWY WR GHWHUPLQHJZKHUNF 1D SVNIQR ¥OIH G 1A HP[H P
UHYLVH IXWXUH WUDLQLQJV WR DGGUHVV WKHVH JDSV

2. 7KH 6HFUHWDU\ Rl '"HIHQVH VKR X0 G RMWXRN\G W K/BIW YH_[FSHDFDH.FE |
SLHFHV RI LQIRUPDWVYRP DERX\YW KIH)OERSLQJ VRPH PHDVXI

53 Report of the Thirteenth Quadrennial Review of Military Compensatfolume 1: Main Report, December 2020, p.
29.

54 |bid p. 99.

55 Higher discount rates generally mean a lower benefit for the recipiemigimet savings for the employer. MOAA,
Beware the Lump Sum: An Update on the New Blended Retirelueatl4, 2018,
https://www.moaa.org/content/publicatieasdmedia/newsarticles/2018military-update/bewarghe-lump-suman
updateon-the-newblendedretirement/

56 U.S. Government Accountability Offic#ilitary Pensions: Servicemembers Needt@elnformation to Support
Retirement Savings DecisiQiGAO-19-631, September 2019, p. 3atps://www.gao.gov/assets/710/701524.pdf

57 bid.

58P L. 114928661.

59U.S. Government Accountability Officilitary Pensions: Servicemembers Need Better Information to Support
Retirement Savings DecisiQriGAO-19-631, September 201Bitps://www.gao.gov/assets/710/701524.pdf
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UHODWLYH YDOXH WKH SRWHQWLDO SRVLWLYH DQG QHJDW
OXPSXP SD\PHQW RSWLRQ DQG D GAXBODMSHWGELRQ RI KRZ LW Z

3. 7KH ([HFXWLYH 'LUHFWRU RI WKH )HGHUDO 5HWLUHPHQW 7K
ZLWK WKH 6HFUHWDU\ RI '"HIHQVH WR H[SORUH DOWHUQDWL"®
IRU VHUYLFHPHPEHUV WR UHFHLYH WKHGEWRQALMDWO 7KULIW
VHUYLFHPHPEHUYVY FDQ DFFHVV DQG PDQDJH WKHLU RQOLQH

'2' KDV LQGLFDWHG WKDW WKH\ KDYH WDNHQ VRPH VWHSV WR D(

'e'eS>C1 Ze'>s7Z—7—e]1 7ee7e¢'—e1S—0e1 “rece

OLOLWDU\ UHWLUHPH®WDFRRY 8V \PAHKQWK MFBGXUUHQW UHWLUHHV
ULVLQJ PRGHVWO\ HDFK \HWBOR ZGYXHVWR @ WK HGLFRMEHEORI UHWLUFE
FRXSOHERRMWMK LQJ LQFUHDVHYV $00 '2"' EXGJHWV WKURXJK )<
UHWHG SD\ DFWXDOO\ EHLQJ SDLG RXW WK BERYRIHYWO ZKR KDG
DSSURSULDWHG WKH DPRXQW RI PRQH\ UHTXLUHG WR SD\ FXUUH
DQQXDO GHIHQVH DSSURSULDWLRQV ELOO

6 L Q)<H WEFFUXDO DFRRMQWLIQDV EHHQ XVHG WR EXGJHW IRU W
UHWLUHKCHSOQIXQGHG OLDELOLW\ UHVXOWLQJ IURP WKH FKDQJH
LQ WKH QH$W GHHF BAROX D O DWARKIE WL IOH W21 FEXX GIDHFK ILVFDO \HDU
LQF X GHR QW U LLE B M2 RMQDW R IPPRI@ WS VXIILFLHQW WR ILQDQFH IXWX
UHWLUHPHQWX 5 DMWY RHE SHUVRQQBA VEZ KMHIQH WDPHR XIQFWVR U H H W L
DFW X D O CA\X & MUIHEYWMZBHINW DFEXBFROPW ULEXWLRQV @EBHFXPXODWH LQ
DORQJ ZLWK LQW H &®H\KW LHD B Q HW RKBLUIKWMAD U HLBQIMBKI DV HV R U
GHFUHDVHV LQ EDVLF SD\ WDEOHV R W @ KIQ JHW MXR \HBW LALKRH Q
LQ VDHPBIU '2' EXREHWDWLRQV IRU PLQCFAIHVPILA LUMDWUSHUSRQ QHO U
SD\PHQWYV WR WKRP KH PFEKP X O D W) B AWRDMRP VWIKH DIQH X D O
EXGJHW

7KH DPRX'QW PWKBWF R @VRUWEKWBK \HDU WR FRYHBRNWWXWN UHWLL
GHWHUPLQHG E\ DQHVQGHOMQBOOWDSSRLQWHG 'HSDUWPHQW RI
%RDUG RI SWKEWPUGHY KRZ PXFK LV QHHGHG WR FRYHU IXWXUH L
SHUFHQWDJH RI PIZ®HW B LH GEDH KR S D G RRIVEGHF W X D LWHVWH UHP H QW

FRVWWYQJ D PRGHO WEDWNLQBWHSYRDWVEKYFK DEWLYH GXW\ PLOLYV
WKH VHUYLFH XQWLO UHWLUHPHQW DQG DVVXPSWLRQV UHJDUGL
LQWHUHVW UDWHV LDUOBWL R &NHRGIVO KGO PV GHWHUPLQH WKF
SHUFHQWDJH RI EDVLF SD\ IRU HDFKPR¥W LFRIQWHIXEDBBW HPEHU W
FRYHU IXWXUH BHDSBURPHDWHERVWVWVHQWY RQ HYHULRGROODU RI

60 As of January 28, 2021, these were still listed as open recommendations on the GAO website;
https:/www.gao.gov/products/GAQ9-631

61 The Military Retirement Fund iscated in the Income Security Function of the federal butiggitZidual retirees

receive their retired pay from the Defense Finance and Accounting Service (DFAS). Technically, hovoenese bhis
money paid to individuals comes not from the DOD budget, but froffutie it is paid out of the Income Security

function of the federal budget. Actual payments to current retirees thus show up in the federal budget as outlays from
the federabudget as a whole, not from DOD.

62The money in the fund is invested in nonnegotiable government securities.
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PHPE#HONLY LV FDOOHG WKH QRUPD Q@ 'FRVMWVE BAKRZ@QWDBQUH 1&3 DI
7TDEOH

Should NCPs Vary by Service?

Currently, the DOD Aduary calculates separate NCPs for the active and reserve components; however, by
the Actuary applies a single NCP across all of the military ser¢4ddse conference reportki.Rept. 115404)
accompanyinthe FY2018 NDAA P.L. 11891) contained a provisiodirectingthe GAO to evaluate whether the
current method used to calculate DOD re#ment contributions reflects estimated service retirement costs, af
what effects, if anynay result from calculating a separate NCP for each of the Services. The GAO's Decemi
2018 report found that, due to differing continuation rates among the Sesyithe mandated single, aggregate
contribution rate does not reflect service specific retirement co$tslfi particular, the analysis found that the
probability of reaching 20 years of service was more than 3 times higher for the Air Force than the I@arips.

Section 631 of the Senat@rsion of the FY2020 NDAAvould have changed how military retirement
contributions are calculated, by requiring separate NCPs for each of the Services and comgéSents
analysts who have studied the issue have arghaikhis change would improve resource allocation efficiency,
manpower decisioimaking, and accuracy in budget estimates at the servicefTévalthe other hand, the GAO
report notes that military service officials stated that their "workforce decisimaking processes would not
change88 Section 655 of the enacted bilicdhot change the funding process, but requires the Secretary of
Defense to deliver an implementation plan to the House and Senate armed services committees by April 1,

Table 5.'2'-V 1RUPDO &RVW 3HNGPE)QONEXY26ILV & FY2018

Benefit Full-time (active component) Part-time (reserve component)
Formula FY2017 FY2018 FY2017 FY2018
Final Pay 354% 38.3% 248% 27.3%
High3 323% 35.0% 235% 25.8%
CSB/Redux 31.7% 34.3% NA NA
BRS 23.7% 25.6% 18.3% 23.5%

Source: DOD Office of the ActuaryValuation of the Military Retirement System reports

Note: Because the multiplier for those retiring under the Blended Retirement System is reduced from 2.5 to

2.0, the NCP for those retiring under the new system is lower than the NCPs under legacy syEstinsates of

the magnitude of cost savings vary undez tiew system; however, all estimates suggest increased annual savings
for DOD as the BRS is implemented

8$FFRUGLQJ WR WKH '2' DFWXDU\ 3PDWKHPDWLFDOO\ D 1&3 LV FDOFXODWHG E
for the entire cohortby thE UHVHQW YDOXH RI IXWXUH EDVLF SD\ WaluBtoxodbtHG DW WKH DV
Military Retirement Systenseptember 30, 2016une 2018p. 19.

6410 U.S.C. 81465.

65 GAO, Military Retirement: Service Contributions Do Not Reflect Serviceifip&stimated GAO-19-195R, 2018,
p. 6,https://www.gao.gov/assets/700/695789.pdf

66 A similar provision was included in the Senat@ssed version of the FY2018 NDAA&.(151981002); however the
provision was not adopted.

67 According to GAO reporting, DOD's Office of Cost Assessment and Program Evaluation (CAPE) led an assessment
of the current retilmment contribution method as part of a larger effort. See also, Hosek, James, Beth J. Asch, and
Michael Mattock, Toward Efficient Military Retirement Accrual Charges, RAND Corporation, Santa Monica, CA,

2017.

68 GAO, Military Retirement: Servic€ontributions Do Not Reflect Service Specific EstimaBi0-19-195R, 2018,
https://www.gao.gov/assets/700/695789. pdf
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7KH OLGBIHWWOLWAHPHQW )XQG DOVR UMFAUHLYWNH UQ WHRIB RWKIH O 6 I WX
WKH 7UHDVXU\ WR IXQG WKHWQH VPLDQ VWU X QG MGE WDH PHEQ & LWV R/IH
WRWDO IXWXUH FRVW RI PLOLWDU\ UHWLUHG SD\ WKDW ZLOO UH
LPSOHPHQWDWLRQ RI DFFUXDO DFFRXQWLQJ LQ )<

Sources of Military Retirement Fund (MRF) Income

The MRF reeives income from three sources iprmal cost payments (NCPfrom the Services and U.S.
Treasury; (2) U.S. Treasupayments taamortize the unfunded liabilitgnd for the normal cost of concurrent
receipt benefitsand (3) investment (interest) incorfie.

—eF—e7e¢]1 'Scle’e

&XUUHQW GHEDWHY RYHU ERWK IHGHUDO FLYLOLDQ DQG PLOLWI
RXQIXQGHG @KIFRK@UIWWY RI IXWXUH UHWLUHG SD\ FRVWV LQFXL
OLOLWDU\ 5SHWLQHRHQKH)XQIGWLDO XQIXQGHG OLDELOLW\ DV RI 6
ELCTKRQXQIXQGHG OLDBKOLVEDBW W K& EHRE\RH
REOLJDWLRQV DUH EHLQJ OL TIXIQGD WHRX EH VK HR ISD QP B P RIX W W WKR
*HQHUDO WX®G7 BBIQ & XMIH HQSHFWHG WR EH IXOO\" DPRUWL]HG E\

&RQIMIHRQDO DFWLRQ WR FKDQJH EDVLF SD\ UHWLUHG SD\ RU D
UHWLUHPHQW ®RIW BE UYL WR S EHDHN ID WHFWR WMKMPIX@L WO G)HRE& O L D
H[DPSOH WKH LPSOHPHQWDW LR VREH RGO B M Q BXHIGS B I6 WOLLLDHEALHDQ.

PLOOLRQ  &RQJUHWK NMHIBWDREMWDGRH T X L UMDY W2
VXUYLYRU EHQHILWYV EH RIIVHW EAGD,@BEFAQUMWFREPSIBQWBSWQRE C
'HSDUWPHQW RI| HWKHUDRRRMDICL BV WKLV RIIVHW DOORZLQJ EHQ
UHFHLYH WKH IXO0 DPRXQW RI ERWK EHQUMW KB RIQFFEHHDW DD & K H

IRU SDL.PW PHPEHHVWLPDWHG LQFUHDVH LQ WKH XQIXQGHG O
LV EEOOLRQ

69The FY2004 NDAA P.L. 108136 8641) which authorized concurrent receipt of military retired pay and veterans
disability benefits also required the U.S. Department of the Treasury to pay into the Fund at the beginning of each year
the normal cost asing from increased concurrent receipt benefits.(3R8 Report R4058% oncurrent Receipt of

Military Retired Pay and Veteran Disability: Background and Issues for Condogdsristy N. Kamarck and Mainon

A. SchwartzFor more information on concurrent receipt, &85 Report R4058% oncurrent Receipt of Military

Retired Pay and Veteran Disability: Background and Issues for Condrngs&isty N. Kamarckand Mainon A.

Schwartz

70 Department of Defense Office of the Actuafy,2036 Valuation of the Military Retirement SysteBeptember 30,
2016 June 2018, p. 21

"1 Department of Defense Office of the Actuafy,2017 Valuation of the Military RetiremergystemSeptember 30,
2017, April 2019. p. 24.

72|pid., p. 21.

73 SeeCRS Report R4058% oncurrent Receipt of Military Retired Pay and Veteran Disability: Background and
Issues for Congressy Kristy N. Kanarck and Mainon A. Schwartz

74 For more background on the SEBRC offset, se€CRS Report R4532%lilitary Survivor Benefit Plan: Background
and Issues for Congredsy Kristy N. Kamarck and Barbara SadaZ orreon

75 Department of Defense Office of the Actuafy,2017 Valuation of the Military Retirement Syste@eptember 30,
2018, April 2020. p. 9.
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Appendix. Ze'>Z—-Z—e1 Ze>-1 LZE"——Z—Se " —
>’ 1 ZY'Z e

(YHU\ IRXU \HDUV WKH 3UHVLGHQW LV UHTXLUHG E\ ODZ WR GLL

PLOLWDU\ FRPSHR®Y G WLR QRUADNIGP WKH UHYLHZ DORQJ ZLWK KLV

&RQJUHKYV UHYLHZ LV NQRZQ DV WKH 4XDGUHQQLDO 5HYLHZ RI
4508 7KH OLOLWDU\ & RPSHQVDWLRQ DQG 5HWLUHPHQW ORGHUQL

VHUYHG B%5WK'HKI VHFWLRQV EHORZ VXPPDUL]H WKH UHFRPPHQ(
FRPPLVVLRQV

WM 1 ZE ——Z—eSe'"—e

,Q WIRHXDGUHQQLDO 5HYLHZ RI 04B50&V DB\ RIRW K H QG/IDUMLIFRMQH G D U H
DVVHVVPHAXM ZPSOLFDWLRQV RI FKD QDIQW $RSHHRWDLDIOR BN PREIH S
WKH XQLIRUPHG VHUYLFHY7HHOTFRPQ O M/ WHW VU MRKHQME0& V XJJF
PDMRU UHYLVLRQ RI ERWK WKH DFW 6Y DEMEHGHR SW Y R QUH 2H WH P

1. $ GHILQHIGWVESQBIQ VLPLODBIUIKRHHKMWKRIDEWHARWOG YHVW
SHUVIDQWQHOHDUV RRAILWHKUKFHBRHILWY WR EHIJLQ HLWKHU DW DJ
SHUVRQQHO ZKR KDYH VHUYHG OHVV WKDQ \HDUV RI VHUY
VHUYHG PRUH WKDQ 5HWRUWHM FRXAIHGHMRISW WR UHFHL
UHWLUHPHQW DQQXLW\ LPPHGLDWHO\ XSRQ UHWLUHPHQW E
UHGXFHG E\ IRU HDFK \HDU XQGHU DJH

2. &8RPELQHG ZLWK WKH DERYH GHILQHG EHQHILW SODQ ZRXOG
SODQ WKDW ZRXOG UHTXLUH WKRIVIHUQYXP 8 VEDBRHFERDQ\W UL E XV
LQWR D UHWLUHPHQMUDNE FRRAME R WIVEIEXWLRQ ZRXOG VWI

IRU WKRVH ZLWK WZR \HDUV RI VHUYLFH DQG LQFUHDVH L
IRU WKRVH ZLWK ILYH RU PRUH \HDUWYHRMVBWYLFH 7KLV S
\HDUV RI VHUYLFH EXW ZLWKGUDZDOV FRXOG QRW EHJLQ XC

3. $ vivwabwB\VY ZRXOG EH HVWDEOLVKHG DW VSHFLILHG FDUEL
VHOHFWHG SHUVRQQHO LQ VSHFLILHG VNLOO DUHDYV

4. 6HSDUDWLRQ SD\ ZRXOG EH XVHG B\OR) B & BERKNIDJBVSWBVRQQF
VHSDUDWHHYWIRQ WH® WERLQW RU EHFRPLQJ HOLJLEOH IRU
LPPHGLDWH DQQXLW\ DW \HDUV

WW 1 ZE ——Z—¢Se'"—ce

‘2" VXEPLWWW45 QRKEHQDO UHSRKWOHQWKLY 450& GLG QRW KDYH WK
IRFXV RQ WKH HQWLUH UHWLUHPHQW V\VWHP DV WKH SUHYLRXV
DOLJQLQJ DFWLYH DQG UHVHUYH UHWLUHPHQW V\WRMMDOZLWK W
IRUFHQVOVWWHP DBRSWERBRMK WKH DFWLYH DQG UHVHUYH FRPSRQHC
UHFRPPHQGHG WKH IROORZLQJ PRGLILFDWLRQ WR WKH UHVHUYF

7637 U.S.C81008(b).

7 Presidential memorandum, Subjebivelfth Quadrennial Review of Military Compensatjdanuary 9, 2015.
8 presidential memorandum, Subject: Tentra@ennial Review of Military Compensation, August 2, 2005.
79 Report of the 1 Quadrennial Review of Military Compensatjalune 2012.
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Reserve component members who have attained 20 qualifying years for retirement benefits
could begin receiving retired pay oretB0" anniversary of their service start date or at age

60, whichever comes first. Reserve members would receive one retirement point for each
day of service, and the points needed for a qualifying year would be reduced from the

current 56point requiremat to 35.

~

'e'eS5¢1 "—™Z7Z _Se’"—1S—e1 Ze'37—-7—e1 “eZ>—"£Se"".
T——Teee'"—110 ul

7KH 1DWLRQDO 'HIHQVH $XWKRUL]D3WLRQ $ W WIDED LIRKIH)G D
OLOLWDU\ &RPSHQVDWLRQ DQG 5HWLUHPHQW ORGHUQL]DWLRQ &
3UHVLGHQW DQG &RQJUHVV ZLWK VSHFLILF UHFRPPHQGDWLRQV
DUPHG VHUYLFHV ,Q WHUPV RI UHWLUHPHQW WKH FRPPLVVLRQ
WFRPPHQGDMWRKRHWQWR DQG DFKLHYH ILVFDO VXVWDLQDELOLW\ |
UHWLUHPHQW V\WWHPV IRU WKH $UPHG )RUFHWWIQGVXKN RWKHU
1RWDEO\ 6HF3W/LRQ PDRIGDWHG WKDW WKH FRPPLVVLRQ FRPSO\
ZRXOG JUDQGIDWKHU H[LVWLQJ VHUYLFHPHPEHUYV DQG UHWLUHF
VWDWLQJ

(i) For members of the uniformed services aswfh date, who became members before
the enactment of such an Act, the monthly amount of their retired pay may not be less than
they would have received under the current military compensation and retirement system,
nor may the date at which they are diigito receive their military retired pay be adjusted

to the financial detriment of the member.

(i) For members of the uniformed services retired as of such date, the eligibility for and
receipt of their retired pay may not be adjusted pursuant to aygehmade by the
enactment of such an Act.

7KH FRPPLVVLRQ GHOLYHUHG LWV ILQDO UHSRUW DQG UHFRPPH
&RQJUHVV DGRSWHG PV QWHFIRWRHQYEBWE RQV LOHWKN DO RI1'$$
WKH PRVW SURPLQHQWHEKBQLRY LRJADKIE UHWLUHG SD\ PXOWLSO
FRQWULEXWLRQAMXPDRSWILRK OXPS

7KH 0&50& GLG QRW PDNH DQ\ UHFRPPHIQWG B WILRE GKWDQ IR Q JUWW
KRZHYMUUHFRPPHQGHG WKDW WK H @HEFX\W WRWL VR WARHPQR\GH. IE HV KLH
VHUYLFH UHTXLUHPHQW WR VKDSH WKH IRUFH SURILOH DV ORQJ
RQ H[LYMUVUFHPHPREHSIUHVVHG RWBRKRVLSWRESRVDO DQG &RQJIJUHVYV
DGRSW D SURYLVDRRORDNFRPRE QIGKIHWHRQ HOLJLELOLW\ UHPDLQ\
FXUUHQW ODZ

2o‘~)1 _.N)_SO,N_

Kristy N. Kamarck
Analyst in Military Manpower

80 National Def@se Authorization Act for FY201®.L. 112239subtitle H, 126 Stat. 1632, 1787 (2013).
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This report updates previous CRS research and reports authored by David F. Burrelli.
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